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" 81 .TE OF CALIFORNIA — HEALTH AND WELFARE AGENCY EDWMURT G. BROWMN JR_, GOVERNOR

DEPARTMENT OF BENEFIT PAYMENTS
744 P Street, Sacramento 95814

August 5, 1976

ALL-COUNTY LETTER NO. 76-108

TO: ALL COUNTY DISTRICT ATTORNEYS
ALL COUNTY AUDITORS/CONTROLLERS
ALL COUNTY WELFARE DIRECTORS

SUBJECT: INDIRECT COST RATE PROPOSALS FOR THE IV-D CHILD SUPPORT PROGRAM

REFERENCE:

This letter is to clarify and expand upon previous instructions issued to
the counties on Indirect Cost Rate Proposals (ICRPs) applicable to the IV-D
Child Support Program. The information contained herein is based on recent

. meetings and discussions with Department of Health, Education, and Welfare
officials.

As part of the Department of Benefit Payments’ (DBPs’) overall responsibility
in the IV-D Program, DBP will review all District Attorneys” (DAs’) indirect
cost rates (ICRs) to the extent necessary to establish that rates are prepared
in accordance with procedures contained in Federal Management Circular 74-4
(formerly Circular A-B7). The county DAs are required to develop and use an
ICRP in computing and claiming IV-D indirect costs. The guidelines contained
herein must be adhered to in developing and submitting the ICRP for IV-D.

ICRP Overview

An ICRP is a device for determining what portion of general overhead expenses
each division within the DA’s office should bear. There are two basic methods
for developing an ICRP to be used in computing indirect costs., One is termed
the "single rate" method while the other is called the "multiple rate” method.

The "single rate" method involves the establishment of one ICR for the entire
DA“s office. This rate may be used by the Family Support Division (FSD) to
determine indirect costs. The "multiple rate” method involves the establishment
of an individual ICR for each division of the DPA’s office. Prior to discussing
each method in depth, it is necessary to define the elements of an ICRP.
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1.

Indirect Costs

These are costs that cannot be identified directly to the FSD but jointly

benefit the FSD and one or more other DA divisions. The two basic types
of indirect costs to be considered are:

a. Internal Indirect Costs

These are costs occurring within the DA’s office for services that
benefit the FSD and other divisions. Supportive administrative staff,
utilities, and supplies are examples of internal indirect costs.

b, Indirect Costs from the Countywide Cost Allocation Plam (COWCAP)
Based on FMC 74-4 ("A-87")

These are costs of central government support services furnished
to the local IV-D Agency and allocated through the COWCAP.

Direct Costs
These are costs that can be identified specifically to a particular program,
such as the Child Support Program or to a specific unit such as FSD.

Typical direct costs chargeable to the Child Support Program are:

a. Compensation of employees for the time and effort devoted specifically
to the execution of the Child Support Program.

b. Cost of material acquired, consumed, or expended exclusively for
child support.

c. Equipment used by FSD only.
d. Training and travel costs for the benefit of the Child Support Program.

Unallowable Costs

These are costs that are unallowable per FMC 74-4 guidelines {(also see
1V-D Claiming Instruction Handbook Section 25-940, Page 18). Examples
of unaliowable costs are:

a. Costs of general county government.
b. Capital expenditures.

NOTE: Depreciation or use allowance on capital expenditures are allowable
and may be included in the ICRP.




Methods for Computing ICRPs

Single Rate Method

This method is one whereby a single ICR is developed for the entire DA‘s office.
Once established, this rate is used by the FSD in computing its quarterly indirect
costs. The basic prerequisite for using the Single Rate Method is that all

DA divisions must benefit to relatively the same degree from those activities
representing indirect costs. The following steps are invelved in developing

a single rate ICRP.

1.

Determine which DA costs can be directly fdentified to each of the DA
divisions (direct costs), and which costs jointly benefit FSD and other

DA divisions but cannot be directly identified to these divisions {internal
indirect costs).

NOTE: 1If the DA wants to include administrative services {(e.g., DA's
salary and benefits) as an indirect cost benefiting the FSD, the
following criteria apply.

a. If the salaries and benefits of the DA and/or his administrative
staff are already being claimed as direct costs, no portion
of these salaries and benefits may be claimed as indirect
costs.

b. The DA and/or his administrative staff must separate his/their
time spent in general administration from time spent in other
activities (e.g., criminal casework). Acceptable documentation
of this would be a certification by the DA that he and/or his
administrative staff spend an approximate percentage of his/their
time in general administration. (Please state the approximate
percentages for each administrative staff member involved
jincluding the DA.)} The certification should also state that
the FSD derives benefit from that general administration.

If the FSD does net derive benefit from it, do not include
administrative services as an indirect cost in the ICRP.

c. Only that portion of the DA’s and/or his administrative staff’s
salaries and benefits representing actual time spent in adminis-
tration can be considered administrative indirect costs.

(Again, FS5D must derive benefit from it.)

Obtain th% Countywide Cost Allocatiom Plan (COWCAP). This contains the
FMC 74~4 Exhibit of Costs. If a separate line item is provided for the
FSD in the COWCAP, this cost should not be included in the ICRP, (Please

refer to the "Claiming Instructions' section for additional information
on this item.) If there is not a separate line item in the COWCAP for
the FSD but there is an allocation to total DA, these costs will be added
to the internal indirect costs identified above.



3. Once all direct and indirect costs have been identified and separated,
eliminate a1l unaliowable costs as defined in FMC 74~4, this letter, and
our IV-D Claiming Instruction Handbook.

4. Divide the total allowable indirect costs by a direct cost base that includes

some or all of the allowable direct costs that have been identified.
Bases in common use include but are not limited to:

a. Total direct salaries and wages:
b, Total direct salaries and wages plus applicable fringe benefits;

c. Total allowable direct costs excluding any purchase of services from
other public or private agencies that would be claimed in Groups 1III,
IV, or V ou the Form CA 356.

The resulting ratio is a single DA ICR that may be used by FSD in computing
indirect costs.

5. To obtain the FSD's quarterly indirect costs, apply this ICR to the F$D's
quarterly direct costs in a consistent manner. That is, apply this rate
to the same type of direct costs that were included in the direct cost
base of the ICRP. If the base consists only of salaries and benefits,
then apply the ICR to the quarterly, direct charged, salaries and benefits
of the F5D.

Please see Attachments 1 and 2 of this letter for a sample format of the
Single Rate Method.

Muitiple Rate Method

This method is one whereby a separate ICR is developed for each DA division.
When the divisions of the DA’ office do not benefit to relatively the same
degree from the functions which generate indirect costs, the county must use
this method. The following steps are involved in developing an ICRP using
the Multiple Rate Method.

1. Determine which DA costs can be directly identified to each of the DA
divisions (direct costs) and which costs jointly benefit FSD and other
DA division but cannot be directly identified to these divisions (internal
indirect costs). (See the note concerning administrative services in
the "Single Rate Method" section of this letter for additional relevant
information.)

2. Segregate all unallowable costs as defined in FMC 74~4, this letter, and
our IV-D Claiming Instruction Handbook.

3. Classify all allowable internal indirect costs into pools (functional
cost groupings).




3.

Claiming I

-]

Obtain the Countywlde Cost Allocation Plan (COWCAP) which contains the

FMC 74-4 Exhibit of Costs (external indirect costs), If there 18 a separate
line item for FSD, do not include these costs in the ICRP, (See "Claiming
Instructions" section of this letter for additional information.) If

there is not a separate line item in the COWCAP for FSD, the DA’s FMC 74-4
costs will be allocated via the ICRP to each DA division along with the
internal indirect costs.

Select an appropriate distribution base for each indirect cost pool. See
Attachment No. 3, Allocatien Base Column, for examples of distribution
bases. The bases used te allocate the FMC 74=4 costs in the ICRP should
be the same as those used to allocate them in the COWCABR,

Distribute each indirect cost pool to the benefiting DA divisions via the
allocation bases,

Total the i{ndirect costs allocated to each divisien,

Caleulate the ICR for each divieion hy dividing each diviaien’s indireect
costs by that division’s direet eost hase, (See "Single Rate Methed"
section of this letter for examples of direet coet basas.)

Te ebtain the FBD°E quarterly indireet coste, apply the FED’s ICR te the
FED’s gquarterly direet eoste in a consistent manner as indicated in
the "Single Rate Method" seectien of this letter,

Pleaba see attaehments 3 and 4 of this letter for a sample format of the
Multiple Rate Methed,

FHMC 74=4 Costs

If a separate line item ie previded fer the F8D in the COWCAP, this eest
sheuld be exeluded frem the ICRP, TMC 74=4 eests wmay then be elaimed

by dividing the annual FBD eests as they appear en the COWCAP by feur

and inserking the resulking quarterly amount en the "FME 74=4" (County
A=B7) line of elaim fowm €A 356, If 3 separate line item is net provided
for the F8D in the CGOWCAP, do net use the FMEC 74=4 line of the elaim fem.
Piease refer baek te the "Metheds for Computing ICRPs" seetien of this
letter for proper alleeatisn of the DA*s PME 74=4 eests,

All direct prop¥am ee8ts sheuld be direet billed and net ineluded ia the
FME 74=4 Exhibit of CGests. An example of this would be EDP eests that
ean be identified speeifieally te the IV=D pregram. This beeemes par=
tieularly signifieant when DHP has net granted appreval ef these essts,
thereby preeluding reimbursement. Amy inelusien of direet EDP eests en
the T™C 74=4 Exhibit of fests would be ineerreet for IV=D elaiming purpeses, -




2. Indirect Costs

Once computed, the quarterly Indirect Cost amount should be inserted on
the "Indirect Cost” 1line (Group TI, ) of the CA 356 claim form.

3. Duplication of Costs

Once a particular cost has been ciassiéied as Unallowable, Divect, Ipternal
Indirect, or FMC 74-4 (External Indirect through the COWCAP), it must

be treated as such throughout the effactive duration of the ICRP. It

is essential that no duplication of costs aceurs.  For example, if a cost
item is included in the direct cost base of ¥our ICRF or if that cost

item is claimed direct on Form CA 356, under mo circumstances may the same
cost item be claimed as an indirest ecost whaiher internal or YMC 74-4,
Conversely, if a cost item is part of the TMT 74-4 costs allocated to the
local IV-D agency or part of the intarusz nulrenr costs, the sesae cost
item must not he a direct cost in yousr TCRF anr can it be claimed as a
direct cost against Titis IV-D,

Submitting ICRFs - Provisioral and Final

Prior to claiming any TV-D indirect costa v fiscal year 1976/77, each county
must submit a provisional ICRP fur the local T%.-D agancy based on the FY 76/77
budget or on actual FY 74/7% zosts. After the provisional FY 76/77 TICRP is
completed, a finsl ICRP for FY 75/76€ based em actxel direct and indirect costs
for FY 75/76 musc be prepared. This firal TCRP will be used to determine the
actual amount of indirzce costs incvrred caring Y F5/i0.  Indirect costs pre-
viously claiwmed during *Y 75/76 wili Ye adjustad sxainst actual FY 75/76 indirect
costs. DBP s Claifms Anwdit and Coatrel Bureau will make tﬁé"ﬂécessary adjustments
to credit ths county if there was underclaiming or debit it in the case of
overclaiming. The fina! 75/76 TCRP based on actual ftiguwres will constitute

the county’s provisionsi ICRP for FY 77/78. “ne deadiine for submittal of

the FY 75/76 ICRP is March 31, 1877. Y¥row that date on, counties will norwally
submit only one IGRP aach year. Indirect coats ¢lasimed during Y 76/77 based

on the provisionzl [CPP will Le adjusted sgainst soteal indivect ensrs incurred
az determined B tha finc! ICRF for Ty 76/77.  Thiu final ICRP for FY 76/77

is In turn wsed 22 a provisional ICRP ro claim indirecr costs for FY 78/79.

The procees is illustrated by the foilowing scaedule,

ACR2g TO BE SUBMITYED TO AND APPROVES 73 DEP

Type Fiaral Year  beadline Based Os Purpose (s)
Provisional 5117 16/1/76 ox prier 1. Fi V8/77 budgeted Claiming in-
to claiming ¥V flpurse or FY 74,75 direct costs
78/77 incdivact actuala. for ¥y 76/77.
costg,
2. 0B IG7TT PMO 44
costa when applicable.




Type

Final

Final

Final

Fiscal Year

75/76

76/77

71/78

Deadline
%
3/510717

3/31/78

3/31/79

Based On

i. Actual indirect
and direct costs for
FY 75/76.

2. FY 75/76 FMC

74—-4 where appli-
cable,

1. Actual indirect
and direct costs for
FY 76/77.

2. FY 76/77 ¥MC

74~4 costs when
applicable.

1. Actual indirect
and direct costs for
FY 77/78.

2., FY 77/78 FMC

744 costs when
applicahle.

Purpose (s)

1. Adjustment
of indirect
costs claimed
in FY 75/76 on
provisional
rates.

2. Serve as a
“Provisional”™
ICRP to claim
indirect costs
for ¥Y 77/78.

1. Adjustment
of indirect
cogts claimed
in FY 76/77
based on 74/75
actuals or
76/77 bud~
geted.

2. Serve as
"Provisional”
ICRP ro clzaim
indirect costs
for FY 78/79.

1. Adjustment
of indirect
costs claimed
in FY 77778
based on 75/76
actuals.

2. Sexrve as
"Provisional”
ICRP to claim
indirect costs
for FY 79/80.

If counties wish to use budgeted figures for their provisional ICRP in lieu of

the previous final ICRP, this is acceptable.

However, this method requires

prepration of two ICRPs each year -~ one provisional based on budgeted costs

and one final based on actual costs.




Please submit two typewritten copies of your ICRPs along with required documen-
“tation to:

State Department of Benefit Payments
744 "P" Street

Mail Station 13-77

Sacramento, CA 95814

Attention: Financial Planning Bureau, IV-D Unit
Required Documentation
Each ICRP must be supported by the following documentation:

1. A certification by the responsible county official that the propesal has
been prepared in accordance with FMC 74-4 principles and this letter.
(See Attachment No. 5 for a sample format.)

2. 7f yvour ICRP is based on the most recent actual expenditures, copies of
the supporting financial statements are required. If your ICRP is based
on budgeted figures, a copy of the relevant budget material is required.
Additional documentation includes but 1s not limited to the following:
the FMC 74-4, Exhibit of Costs and Related Schedules, Building Depreciation
or Use Allowance Scheduie (if applicable), Equipment Depreciation or Use
Allowance Schedule (if applicable).

3. Organization charts eof the DA's office and the FSD which show all divisions
and personnel included in and excluded from the proposal.

4, Administrative time certification as explained in the "Single Rate Method"
section of this letter.

ICRP Approval

Each ICRP submitted by the county will be reviewed by DBP. If the ICRP is

in conformance with FMC 74~4 principles and guidelines presented in this letter,
written approval will be given subject to federal and/or state audit. Prior

to this date reviews were made on a cursory basis only and no formal written
approvals were issued. Express written approval of provisional ICRPs will

be needed prior to claiming indirect costs for the applicable fiscal year.
Similarly, a final ICRP must be submitted by the county and approved by DBEP

in order to adjust indirect costs claimed against those actually incurred.
Approval of a final ICRP extends to its use as a provisional ICRP for the
applicable fiscal year (see the above schedule).




If you have any questions concerning the indirect cost rate propesal. please
contact Phil Noble, Al Granda, or Norm Moe at 916/445-7046.

Sincerely,

GARY G. ADAMS
Deputy Director

Attachment

ce:  CWDA



At Lachment i

RAMPLE IMDIRECT COST RATE PROPOSAL
STHGLE RATE METHOD *
TOTAL NISTRICT ATTORNEY

For Year Inded June 34, 197 -

Sehedule A N

Expenditures Tndirect Pirect
Nivigions (list all D.A, Divisinng) Not Alilowable Costs Cosls Totbal
(a) W
Family Support TS, 000 S170,000  S171,000
Criminal _ 2,060 L 185,000 187,660
53,000 $355,000  S358,000
Departmental Indirect Costs
WMG 7h=4 Costs (TA-RT™Y $ e,000 &0, n0n
Communications 3,000 3,000
Operation and Maintenance Services 2,000 7, 0N
Administrative Services {c) 25,000 15,000
Supplies ‘ _ 5,000 _ __5,000
53,000 §44,000 $355,000  $402,000

{a) The Fxpenditures Not Allowable rvepresent cnsts of capital expenditvres
and costs whether direct or indirect which are unallowahle in accordance
with cost principles. Such costs should be excluded from the computatinng
of the ICR. FHowever, indirect costs should he allocated to expenditures
not allowahle for those expenditures that either generated or benelited
from the indirect costs, where the dollar effect Is sufficiently
material to warrant such allocation.

(b) Total Costs should be reconciled to and accompanied by a copy of
the financial statements of the grantee agency (DA).

{c¢) Administrative Serviees include salaries and benefits of persconnc!
angaged in administration of the DAs office and henefiting the
FSP, such as the Nistrict Attorney,

*This is a sample only and is not intended to prescribe methods of charging
costs.,




Attachment 2

Schedule A~ (Single Rate Method Cont.)

The indirect cost rate is expressed as a percentage resulting from a ratio
of allowable annual indirect costs ($44,000) to allowable annual direct

costs (8355,000)

Expenditures Indirect Direct Costs
Total Not Allowable Costs
(A) {B)
Totals {Schedule A) $402,000 $3,000 $44,000 $355, 000

Computation of Indirect Cost Rate (ICR)

§ 44,000

= i & . e L C ]
355, 000 Indirect Cost Rate of 12.39 percent to be applied Lo the

quarterly Family Support Division’s direct costs of the
same type used in the direct cost base of the ICRP.

(A) + (B)
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Attachment 4

Schedule B=-1 (Multiple Rate Method Cont,)

The indirect cost rate for the Family Support Division is expressed as a percentage
resulting from a ratic of allowable FSD annual indirect costs ($17,620) to allowable
FSD annual direct costs ($170,000). The same process applies to other DA Divisions.

Expenditures Tndirect Costs Direct Costs TIndirect Cost Rate
Total Not Allowable (A) (B) (&) + (B)

Divisions (list all DA divisions)
Family Support $188,620  $1,000 817,620 $170,000 10. 367
Criminal 213,380 2,000 26,380 185,000 14,267

Indirect Cost Rate of 10.36% to be applied to allowable quarterly FSD direct costs of
the same type used in the direct cost base of the ICRP.




At tachment 5
SAMPLE FORMAT
CERTIFICATION BY A LOCAL GOVERNMENT AGENCY

INDIRECT COST RATE PROPOSAL

1 HEREBY CERTIFY AS THE RESPONSIBLE OFFICIAL OF (NAME OF LOCAL GOVERNMENT/
DEPARTMENT/AGENCY) THAT THE INFORMATION CONTAINED IN THIS INDIRECT COST PROPOSAL
FOR THE FISCAL YEAR IS CORRECT AND} WAS PREPARED IN ACCORDANCE
WITH THE POLICIES AND PROCEDURES CONTAINED IN FEDERAL MANAGEMENT CIRCULAR

T4=4, AND ALL~-COUNTY LETTER NOJ6-108 . I FURTHER CERTIFY THAT PROCEDURES WERE
UTILIZED (A) TO PREVENT COSTS FROM BEING ALLOCATED TO FEDERAL PROGRAMS AS
INDIRECT COSTS THAT HAVE ALREADY BEEN TREATED AS DIRECT PROGRAM COSTS; (B)

TO ASSURE THAT CONSISTENT TREATMENT WAS ACCORDED SIMILAR COSTS, FOR ALL PROGRAMS
IN THE LOCAL GOVERNMENT/DEPARTMENT REGARDLESS OF SOURCE OF FUNDS; AND (C) TO
ASSURE THAT COSTS HAVE NOT BEEN TREATED AS INDIRECT COSTS OF FEDERAL PROGRAMS
INCONSISTENT WITH STATUTORY RESTRICTIONS GOVERNING THOSE PROGRAMS.

SIGRATURE

NAME

TITLE

DATE



